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hand, trade diversion can be viewed from two aspects, depending on whether member countries adopt a single customs policy at the level of the Union or retain individual conditions for the third countries. In the first case there would be a diversion of imports from the most efficient country to the one with the most favorable trading conditions (after entering the EEC Great Britain began implementation of a single customs policy, which decreased exchange between Great Britain and New Zealand, the country with which it previously had a free trade agreement -Commonwealth Free Trade). In another case, trade diversion would relate to the routing of exports to a non-member state with the most favorable terms of trade (e.g. Russian exports to CEFTA countries would be directed to the country with the lowest tariffs).
Trade creation and trade diversion effects represent static benefits or losses from economic integration, depending on whether there are greater benefits from trade creation or losses from trade diversion.
The importance of regional economic integrations is not only reflected in the changes in the foreign trade position and economic growth of the member countries, but also in many other aspects of human life. These communities of states and nations often adopt common principles and values. A good example of this could be the European Union, the most complex integration of the modern era, with its motto In Varietate Concordia (United in Diversity).
Establishment, development and enlargement policy of the European Union
Plan of Robert Schuman, the French Minister of Foreign Affairs, is considered to be the beginning of European unification. In order to control the production and distribution of coal and steel in France and Germany, and to disable redirection of production for the war needs, as well as to control the economic recovery in Germany, the two countries signed an agreement in Paris in 1951, with the participation of Italy and the Benelux countries. This contract established the European Coal and Steel Community, the first of the three communities that created today's European Union. The European Economic Community -EEC and the European Atomic Energy Community -Euratom were established in Rome in 1957. These three organizations joined into the European Communities -EC under the Brussels agreement (1965) -an organisation with common institutions which developed and functioned under this name until the Maastricht Treaty in 1992. That was when the agreement on the creation of the European Union was achieved. The development of the European Union went through two parallel and related processes. The European Union was in its development transformed from a Member states vary considerably in size and the level of economic development. From Germany, with over 80 million inhabitants (about 16% of the total population of the Union) to Luxembourg, Malta and Cyprus, which together make up less than 0.5 percent. Also, there is asymmetry in the economic development of member states, from tiny Luxembourg with GDP per capita of almost 65,000 euros and large Germany with 29,000 euros to Bulgaria which has GDP per capita less than 10,000 euros. These large differences among member states point out their different positions in the decision-making process, but also the diversity of the consequences that these decisions can have on different countries. It is easy to assume that, in such circumstances, the decisions taken by the authorities of the Union may cause asymmetric shocks, especially during a recession. While one country can benefit from certain decisions, others may face even greater difficulties.
The European Union enlargement policy has also evolved over time, from the basic conditions in the process of accession of new member states to complete conditionality (Špirić, 2010 The enlargement policy has always consisted of three components: economic, legal and political. Economic component implies that a country that wants to join the EU must have a market economy developed to the extent that it can be competitive in the single European market. Legal component implies that a country accepts standards that are applied in the Union and must be ready to adapt its leg-islation to these standards. The political component can be defined as the ability of institutions to ensure democracy and the rule of law, as well as the acceptance of political objectives of the Union.
These components were the basis for defining the membership criteria adopted in Copenhagen in 1993, namely:
-Political: the ability of institutions to ensure democracy, the rule of law, respect of human rights of minorities and the acceptance of Union's political objectives; -Economic: existence of a functioning market economy and the ability of market participants to cope with competitive pressures within the Union; -Legal: adoption of the acquis communautaire.
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Regardless of the initial general principles and later clearly stated criteria, both before and after the Copenhagen summit, each circle of enlargement was carried out in given, specific circumstances and relationships, political climate and economic situation. Each circle carried its peculiarities depending on the country-applicant and the general geopolitical situation.
The first rounds of enlargement included countries that were already relatively economically stable, democratic, developed and significantly adapted to EU legislation (with the exception of the Mediterranean countries: Greece, Spain and Portugal). Later rounds of enlargement established a complete conditionality policy, which today includes specific requirements for each potential candidate country.
Union's policy, manifested through policies of its most powerful members, determined the pace and direction of enlargement. This policy, which was much more than the Copenhagen political criteria, paved the expanding decisions, sometimes without considering the set of previously established conditions and criteria, or at least applying them selectively.
The speed of a country's entering the Union measured by the length of the period from submission of the application to a full membership is very different. Great Britain fulfilled formally and essentially all the conditions for admission; however, it still had to submit the request twice -in 1961 and 1967. This country became a member 12 years after the first application. The primary reason for that was the determined opposition of French President De Gaulle. In addition to the possible grounds of competitive and economic nature, the main motive for De Gaulle's opposition was the standpoint that the entry of Great Britain into the EU would strengthen the influence of the United States on the further develop- Enlargement of the European Union is mainly realized through joined entering of smaller or larger groups of countries. Only in two exceptions, a single country was admitted. These were Greece in 1981 and Croatia in 2013. Indeed, the German Democratic Republic was separately incorporated into the European Union through the unification with the Federal Republic of Germany, although this enlargement of the Union -and it is enlargement beyond doubt -is rarely or never mentioned in discussions on the topic of EU enlargement.
What is essential for the analysis of the effects of enlargement on foreign trade of the old and new members, as well as foreign trade of non-members, is the collective or individual accession of new countries. What is the difference between joining the group of countries and individual entering? Precisely the fact that there are various positive and adverse effects of trade creation and trade diversion and various dynamic effects on new members, or countries that are not included in the Union but were important trade partners of the new member states before their accession to the Union.
All countries that joined the Union within a group were strongly connected to other members of the group, especially regarding economy and foreign trade. We could see that during the third enlargement when Spain and Portugal entered the EU. A similar situation happened with the fourth extension when Sweden, Finland and Austria joined the European Union, countries that already had strong foreign trade ties with the EU. Many new member countries were connected through the European Free Trade Association -EFTA (whose members were some of the first and third extension countries before joining the EU: the United Kingdom, Denmark, Portugal, and fourth extension countries: Sweden and Austria). Furthermore, the fifth major expansion countries: Poland, the Czech Republic, Slovakia, Hungary, Slovenia, Bulgaria and Romania were members of Acta Economica, Volume XV, No. 26 / June 2017 103 -122 free trade zone CEFTA before integration. Strong foreign trade connections also existed between the Baltic countries: Estonia, Lithuania and Latvia. Foreign trade of countries that entered the European Union within groups had a high level of geographic concentration before accession. The largest part of foreign trade was related to trade with countries within the group and/or the European Union. Foreign trade with the rest of the world was in many new EU member countries relatively small, and the effects of trade creation due to the entry into the Union greatly exceeded the negative effects of trade diversion.
The effects of EU enlargement on foreign trade of new members
Many analyses indicate that foreign trade has a positive impact on economic growth (Nikolić, 2005) . This is especially emphasized when arguing about the impact of export on production growth and national income (Krajišnik, Tomaš, 2014) . Export causes an increase in production greater than the invested abroad, which is determined by the foreign trade multiplier (Machlup, 1950) .
The main reason why a country has potential gains from trade is that trade increases the choice of the economy, which means that it is always possible to allocate income to realize all gains from trade (Samuelson, 1962) . Foreign trade is a potential source of profit if the gains from trade outweigh the losses, regardless of the possible impact on the redistribution of income. A better way to assess the overall gains from trade is to ask a different question: Could those who realize gains from trade compensate losses to those who suffer, and still be in a better position? If so, then it is a potential source of trade gains for all (Krugman, 2008) . Another question that arises after a positive answer to the above is: Are they willing to do so?
External trade is paramount for the European Union and its members. The European Union is the largest trading force in the world (Vukmirica, Špirić, 2005) . All countries that joined the European Union had a positive effect on foreign trade, although these effects had different intensity in different countries. Moreover, the distribution of the overall effects on the foreign trade between old and new member countries, as well as between large and developed and small and less developed countries was different.
The benefits of joining the European Union on foreign trade of new members are reflected in the increase in foreign trade, especially export growth, which first resulted in a reduction of the current account deficit and then the realization of surplus. It is evident that not all countries were equally ready to enter the European single market and competition on it.
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In the period from 2003 to 2005, the largest increase in the share of exports in GDP had the Czech Republic (32%). The smallest growth was recorded in Poland (4%). A significant decline in exports happened to all member countries in the period from 2008 to 2010, and it was caused by the global economic crisis. During this period, the largest decline occurred in Slovakia where the share of exports in GDP in 2009 dropped by 15% compared to 2008. After 2010 there was a growth in the share of exports in GDP in all countries.
Looking back at 2014, or 10 years after integration into the EU, it is evident that all countries recorded significant growth in the share of exports in GDP, except Cyprus, where the share in 2014 decreased by 3.4% compared to 2004. All other countries had an increase, from the minimum of 19.3% in Malta, to the highest 72.5% in Lithuania. Significant growth was also reported in Hungary in the amount of 48.78% and France in the amount of 45.60%. We can see that the share of exports in GDP in Romania since joining the EU has been constantly growing. It amounted to 29.3% in 2007 and to 41.13% in 2014 . Unlike Romania, Acta Economica, Volume XV, No. 26 / June 2017 which has had a steady increase in the share of exports in GDP, Bulgaria has recorded more modest growth, together with a decline in times of economic crisis. An increase in exports, which among other things happened due to the effects of trade creation and dynamic effects of integration of these countries into the European Union, had a positive effect on the trade balance among the new member states, which transited from the zone of the larger or smaller foreign trade deficit to countries with surplus. In the year before entering the EU, all countries of the fifth enlargement had a foreign trade deficit, except Malta and Cyprus. The largest deficit was recorded in Bulgaria and Latvia, -17.46% and -12.55%, respectively, and the smallest in Slovenia and the Czech Republic, -0.32% and -1.2%, respectively. Countries with a low deficit in foreign trade, such as Slovenia, the Czech Republic, Slovakia and Hungary were the most prepared for the membership. In just a few years, they became relatively fast countries with a surplus, e.g. the Czech Republic from the very first year of its membership. In countries with a high deficit, balancing the foreign trade was a slow process, but it still happened.
Ten years after joining the EU, all countries recorded a foreign trade balance improvement. All countries had foreign trade surplus in 2014, with the exception of Latvia, which had a deficit of -2.86% of GDP. It should be noted that Latvia had a deficit of -15.47% of GDP in 2004, so it also made a significant improvement in the trade deficit during the ten years of its membership in the EU. In the year of joining the EU, Romania and Bulgaria had a foreign trade deficit in the amount of -13.9% and -19.1% of GDP. In 2014, Romania achieved a surplus of 0.09% of
GDP, while Bulgaria had a foreign trade deficit of -0.7%, which represents a significant decrease compared to 2007. This positive change was certainly due to the effect of trade creation and increase of intra-regional trade among member countries of the Union. This is particularly evident in the movement of exports to other EU member states.
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Graph 1. Movement of intra-regional exports in the EU from 2002 to 2013
Source: http://ec.europa.eu/eurostat/ The analysis clearly shows that, unlike the previous period, export to other member countries had steady upward trend since 2004 -the year of EU enlargement. This trend of increasing export lasted from 2008 to 2009 when there was a decrease due to the economic crisis. After that, there was an increase in export between countries within the Union, but also some stagnation in the recent years. Effects of the integration process on intra-regional export were significantly different in different countries. All member countries except the United Kingdom and Ireland had an increase in intra-regional export. It can be seen that some countries "seized" significantly larger portion of that increase. Germany and the Netherlands with about 330 billion euros increase in intra-regional exports had a greater increase than the twelve countries of the fifth major expansion. If we exclude two largest countries, Poland and Spain, from the twelve countries of a big expansion, we can see that Germany's increase in intra-regional exports of 208.9 billion euros was higher than other ten (small) countries of the fifth enlargement. Although the focus of this paper is not a deeper analysis of the effects of various policies that member states implement, it is interesting to compare the intra-regional increase in exports of similar size countries with different monetary policy. Thus, the Czech Republic, which remains outside the euro zone had an increase of 64.5 billion euros, while Greece, whose currency is the euro, had a ten times smaller growth of only 6.1 billion euros.
The reasons for major differences can be found in different economic structures and levels of development, in size of the countries, as well as in differences in the competitiveness of individual economies. Similarly, the policies implemented at the level of the Union had a different impact on different countries. For example, the weakening of the euro against other currencies was in favor of German strong export sector, but not in favor of Greece which had massive debts.
The global economic crisis caused considerable asymmetric shocks within the Union and in the recovery period gave a contribution to these differences. "When the currency of a country with a deficit exchanges at a fixed rate for the currency of its partners with a surplus, its international value remains fixed. That sounds great if you live in such country and possess a lot of its money. But it is a terrible thing for the vast majority of its people who have little money. Once a series of successive bankruptcy starts, revenues are doomed to decline while private and public debts to foreign banks remain the same. The price paid for fixed exchange rates is a deadly embrace of the country which has experienced a bankruptcy, poor citizens and insolvent private sector. A vicious circle, heinous vortex, leads the majority of citizens to indebtedness, the country to stagnation, and the entire nation to shame. " (Varoufakis, 2016) .
In addition to asymmetric shocks from the time of recession, the period of prosperity has led to a reduction of differences in the development of new and old member states. It seems that the process of convergence is also present at the global level, in which developing countries are trying to catch up with developed countries, despite the differences between the rich and the poor that remain large. Moreover, there is no evidence that the process of catching up happens primarily due to investments of the first in the others; on the contrary (previous
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experience shows that investments of the others in their own country seem more certain) (Piketty, 2015) . In order to overcome asymmetric shocks caused by the crisis within the European Union, it would be necessary to develop a different, active role of the state. The state must keep an eye on proper incentives (Stiglitz, 2013) . However, the European Union is not a state and does not have a unified fiscal policy that would allow income distribution from countries with prosperity to countries in crisis. Europe is not completely united. It is a collection of states that have their own budgets (because there is very little fiscal integration) and their own labor markets (because labor mobility is small) -but do not have their own currencies. And that creates a crisis (Krugman, 2012) .
In addition to asymmetric shocks, the crisis affected the position of some countries in the Union, but also the EU enlargement policy. EU enlargement in 2004 was called the "big bang", because it was the largest accession to the Union. Truthfully, those were different times. The world was facing economic expansion: economic growth, foreign direct investment grew year in year out, the political climate in the world was good. At the EU summit in Thessaloniki in 2003, the door was open to enlargement to the countries of the Western Balkans. The economic crisis of 2008 has changed everything. The crisis in the eurozone, debt crisis, particularly in the south of the EU or its less developed area, high unemployment, the problem of getting out of the vicious circle -all led to questions of further development of the EU. Nevertheless, Croatia was admitted as the 28th member of the Union in 2013 (Vukmirica, Špirić, 2014) . This latest enlargement of the European Union had a significant impact on foreign trade of Bosnia and Herzegovina which was one of Croatia's most important foreign trade partners.
Effects of the last EU enlargement on foreign trade of Bosnia and Herzegovina
The historical and cultural connection between Bosnia and Herzegovina and Croatia makes economic interdependence of these countries almost naturally given. Their geographical location necessitates connectivity of infrastructure systems and allows frequent exchanges of various types of goods and services. Croatian foreign trade position before and after joining the European Union had similar characteristics to the positions of countries examined in Section 3 of this paper. After the acquisition of EU membership, Croatian exports increased by about 20% compared to the value before the membership. There was also an increase in import, but to a lesser extent, so the export-import coverage ratio tends to increase. In addition to the total volume of exchange, it is interesting to observe trading with the European Union, with an aim to determine the existence of the trade creation effect. 
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In the context of foreign trade relations of Bosnia and Herzegovina and Croatia, it is interesting to observe the volume of trade of Bosnia and Herzegovina with some regional groups before and after 1 July 2013. For example, the highest export in 2011 was to the EU amounting to 4586.7 million (55.8% of total exports). Export to CEFTA countries in 2006 amounted to 2873.9 million (35% of total exports). The first year after the Croatian accession to the European Union brought a significant change in these relations, and in 2014 Bosnia and Herzegovina had total exports to the EU worth 6,266.6 million EUR (72.2% of total exports), while exports to CEFTA 2006 countries fell to modest 1,358.2 million EUR (15.6% of total exports). The foregoing indicates an increase in the geographical concentration of exports from Bosnia and Herzegovina to the EU, which was even before at a very high level and which carries potential risks of excessive exposure (Krajišnik, 2013) . This situation could additionally be changed if Serbia joined the European Union before Bosnia and Herzegovina, which is quite realistic scenario.
Over a few years, the export and import between Bosnia and Herzegovina and Croatia had the following movements: 2011, 2012, 2013, 2014 and 2015 In the period from 2011 to 2015, there was a bigger decline in imports than exports, which at the time of Croatia's accession to the European Union might not have been expected. On the other hand, the sharpest fall in exports in this period occurred precisely in 2014, the first year after Croatia became a full member of the European Union. The coverage of imports by exports in 2013 was the highest and amounted to 61.06%, which is for Bosnia and Herzegovina an excellent result. In the following year, after the Croatian accession to the EU, this ratio 103 -122 fell to 51.58%, and with a slight increase in 2015 it remains at approximately the same level.
When it comes to the structure of goods and services that are most traded between the two countries, they can be classified as follows: Traditionally, Bosnia and Herzegovina has the largest export in sectors "Goods classified by material" and "Mineral fuels, lubricants and related products". On the import side, in addition to "Mineral fuels, lubricants and related products", the most important sector is "Food and live animals".
This structure of the goods that are the most frequent subject of exchange indicates that Bosnia and Herzegovina does not use its natural resources in a proper way. If we take into account the fact that just in 2015 Bosnia and Herzegovina imported almost five times more food and animals than it exported, and in the beverage and tobacco sector almost six times, the question is why. Bosnia and Herzegovina is rich in resources such as energy, drinking water, and has favorable natural conditions for production in some branches of agriculture (horticulture, animal husbandry and fishery) and in these segments it could achieve a compara- However, after the Croatian accession to the European Union, there was a significant decline in exports from Bosnia and Herzegovina to this country (20.06%), while in the previous year exports grew by 2.54%. There were negative developments within the sectors. Thus, for example, in 2014 exports in the field of animal and vegetable oils, fats and waxes fell as much as 68.61% (in the previous year the decline was 22.21%; negative trend continued in 2015 when the decline of exports amounted to 72.69%), while in the field of mineral fuels, lubricants and related products, which is a powerful trump of Bosnia and Herzegovina, there was a decline of 46.31%. In the previous year, this sector recorded an increase of even 61.30%. Sector analysis indicates the reasons for exchange reduction. These are primarily related to the introduction of customs between Bosnia and Herzegovina and the European Union which did not exist when Croatia was a member of CEFTA. There are also many non-tariff barriers that make it difficult and more expensive to trade between BiH and EU member states, as well as with Croatia (meeting the standards in force in the EU, the administrative procedure, the limits to border crossings etc.).
The aforementioned indicates the significant changes that have occurred as a result of the enlargement of the European Union on the first neighbour of Bosnia and Herzegovina. Given that the Croatian accession to the European Union was separated from the other member countries of CEFTA 2006, the negative effects of this expansion have been even more pronounced.
All analyses clearly indicate that the enlargement of the European Union leads to positive effects on new members manifested in trade creation effect and dynamic effects. Also, it is clear that the enlargement of the European Union affected the change in the foreign trade position of Bosnia and Herzegovina. The change is reflected in the increase of the risk arising from the increase in already high geographical concentration of foreign trade with the European Union. Also, the analysis shows that there have been negative effects of trade diversion in foreign trade between Bosnia and Herzegovina and Croatia. In the period after the Croatian accession to the EU, in both countries there was an increase in total foreign trade, and their mutual exchange has decreased significantly. The negative effects are particularly evident in some export sectors of Bosnia and Herzegovina, so the increase in exports to other countries and the decrease of imports from Croatia have not significantly improved poor trade balance of Bosnia and Herzegovina. The positive effects of the increase of foreign trade with other countries and increased exports in some other sectors were significantly reduced by smaller trade with Croatia after its entry into the European Union.
The coverage of imports by exports in trade with Croatia after its accession to the EU declined from 61.6% to 51.8%. The situation could further deteriorate in the future. Implementation of the Adapted Stabilization and Association Agreement will further liberalize trade flows. The pressure of foreign competition, which is highly subsidized in the European Union, can be a serious problem for manufacturers in Bosnia and Herzegovina. The analysis of foreign trade relations between Bosnia and Herzegovina and Croatia indicates a greater negative impact of the effects of trade diversion in cases of individual countries joining the EU than in joining a group of interconnected countries. These negative effects are manifested in Bosnia and Herzegovina, i.e. the partner country that remains outside the integration, but also in Croatia as a new EU member state.
Full membership of Bosnia and Herzegovina in the European Union is still far away. The first neighbours, Serbia and Montenegro are ahead of Bosnia and Herzegovina in the negotiation process and they are likely to join the EU before Bosnia and Herzegovina. Such situation would produce a negative impact on foreign trade position of Bosnia and Herzegovina, similar to the one that occurred with the Croatian accession to the European Union.
Conclusion
The European Union is regional economic integration of the highest form. It is the strongest trading power in the world. Therefore, changes that are happening within this integration have significant effects, not only on old and new member countries, but also on other countries which are economically connected with it.
The European Union is a very complex organization, because of the large number of member countries that are different from each other in size and economic strength, the way that decisions are made within the Union, but also because of the various interests of individual members.
The European Union, which has 28 member countries, was developed out of free trade zone made for a specific group of products, until it became an economic and monetary union (although not all members of the European Union are part of it, only 19). The Union had 6 member countries at its beginning and also experienced 6 extensions to new members. Both processes -expansion and development -have produced static and dynamic effects of economic integration. These effects, which were clearly seen through the process of trade creation and trade diversion, significantly affected the foreign trade flows, and consequently the overall economic trends of three groups of countries. The first group consisted of the existing members of the Union, the second was made up of new members that joined the expanding integration, and the third group consists of countries that remained outside the integration, but have strong foreign trade and overall economic relations with member countries. The economic effects of enlargement of the European Union have been positive for most countries. Many studies were conducted on that subject. However, besides positive effects, there were negative too. Also, the positive effects were not the same for all countries. Significant disparities in the benefits of the creation of free trade zone have appeared between stronger and weaker members, between large and small countries, between countries which entered the Union as a group of mutualy connected countries and those which entered individually.
The latest enlargement of the European Union, when Croatia joined, has substantially affected foreign trade status of Bosnia and Herzegovina, since Croatia was one of the most important foreign trade partners of this country.
Union's enlargement to Croatia has led to a significant reduction in foreign trade exchange between Croatia and Bosnia and Herzegovina. The adverse effects of trade diversion have reflected on the foreign trade position of Bosnia and Herzegovina, especially some of its export sectors. The situation in the future can have similar negative consequences if Bosnia and Herzegovina lags behind in the process of joining the European Union in relation to other countries of CEFTA 2006, particularly Serbia, which is its important foreign trade partner. The analysis of foreign trade relations of Bosnia and Herzegovina and Croatia confirmed the thesis about major negative impact of the effects of trade diversion regarding cases of countries that individually joined the EU rather than a group of countries which were mutualy connected. These negative effects are manifested both in new member countries and their partners that were left outside integration.
In the accession process Bosnia and Herzegovina must change elements of its foreign trade policy in order to overcome, most importantly, non-tariff barriers that impede its access to the large EU market. This is particularly important when the trade relations between Bosnia and Herzegovina and the EU in terms of customs, as the most important instrument of foreign policy, are almost completely liberalized.
